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BCCI Is Indicted on Fraud Charges 

N.Y. Prosecutor 



Calls Bank Case 
History’s Worst 



By Mark Potts 
and Robert J. McCartney 

Washington Post Staff Writer* 

The Bank of Credit and Com- 
merce International, its founder and 
another executive were indicted yes- 
terday on charges of fraud, money- 
laundering, bribery and theft by a 
New York grand jury in a scheme 
that District Attorney Robert M. 
Morgenthau called “the largest bank 
fraud in world history* 

BCCI is “one of the most complex 
and secretive criminal organizations 
we have ever encountered* he said. 
'The best estimates indicate at this 
time that upwards of $5 billion has 
been lost through this fraud.” 

The indictments were the most 
serious criminal charges brought to 
date in the widening scandal sur- 
rounding the Pakistani-founded, Ar- 
ab-owned and Luxembourg-based 
BCCI, which was shut down and 
seized by regulators in Britain, Lux- 
embourg and the Cayman Islands 
earlier this month. BCCI also is the 



MOVING AGAINST BCCI 




M anhattan District Attorney Robert Morgenthau announced an indictment against 
BCCI and its top executives for violations of state banking law including: 

■ Fraud, by allegedly misrepresenting its ownership and financial condition to potential customers. 

■ Larceny, arising from a $30 million loss by American Express Bank Ltd. when BCCI was seized by 
authorities July 5. 

■ Bribery, involving an alleged $3 million payment to senior officials of ^ e ^ n J ra, 1 ® an K of 1 ^ e t !^ in order 
to obtain deposits for BCCI. Peru's account at BCCI once held as much as $270 million in 1987. 

■ An alleged failure to report cash deposits of $10,000 or more on eight separate occasions, an apparent 
effort at money laundering. 



ROBERT MORGENTHAU 
Morgenthau said his investigation Is about one-quarter completed. 



THE FEDERAL RESERVE 




AGHA HASAN ABEDl 



■ The Fed is seeking a $200 million 
fine against BCCI and an order barring 
BCCI founder Agha Hasan Abedi and 
other foreign investors from doing 
banking business in the United 
States. The Fed said BCCI secretly 
controlled First American for more 
than a decade. 



THE SENATE SUBCOMMITTEE ON TERRORISM 


■ Sen. John F. Kerry (D-Mass.) 
will hold hearings Thursday on the 
Federal Reserve's regulation of 
First American, the alleged bribery 
by BCCI of Peruvian central 
bankers, and reported links 
between the Central Intelligence 





THE JUSTICE DEPARTMENT 









■ Four U.S. attorneys— in the District, 

Miami, Tampa and Atlanta— are conducting 
separate parts of a criminal investigation " 
into BCCI. 

■ At the Federal Reserve's request, the 
U.S. Attorney in the District is investigating 
whether Clark Clifford and Robert Altman, chairman and 
president of First American Bankshares, deceived regulators 
about First American’s true ownership by BCCI. 

Clifford and 
Altman have 
denied doing so. 




ROBERT ALTMAN 



CLARK CLIFFORD 



BY MICHAEL DREW— THE WASHINGTON POST 










subject ot investigations in Britain 
and other nations. 

Morgenthau told a news confer- 
ence in New York that the indict- 
ments brought yesterday covered 
“maybe 20 to 25 percent of what will 
ultimately result from this investiga- 
tion.” He declined to elaborate. 

The specific charges in yester- 
day’s indictment include defrauding 
individual and corporate BCCI cus- 
tomers — including American Ex- 
press Bank Ltd. — by misrepresent- 
ing the bank’s ownership and 
financial health; laundering money 
for drug dealers and organized crime 
by failing to properly report large 
cash deposits; and bribing officials of 
Peru’s central bank. 

The New York charges are simi- 
lar to a wide range of allegations 
about BCCI’s operations being inves- 
tigated by authorities all over the 
world. 

See BCCI, A7, Coll 







BCCI, From A1 

The 12-count indictment names 
as defendants BCCI and several of 
its affiliates; Agha Hasan Abedi, the 
Pakistani businessman who founded 
the bank in 1972 and ran it until 
1989; and Swaleh Naqvi, who was 
the bank’s chief operating officer un- 
til 1990. 

The reclusive Abedi, who sold 
controlling interest in BCCI to 
Sheikh Zayed bin Sultan al-Nahayan, 
ruler of Abu Dhabi, in 1990, told the 
Associated Press in Pakistan yester- 
day that he believes he will be found 
innocent of the charges. “The truth 
will ultimately prevail,” Abedi, who 
is 68 and in ill health, told the news 
service. 

• Naqvi, who lives in Abu Dhabi, 
could not be reached for comment. 

• Morgenthau said he would seek to 
extradite both men to the United 
States for prosecution. Abedi and 
Naqvi could face prison terms of 25 
years or more each, and BCCI and 
its affiliates could be liable for mil- 
lions of dollars in fines if convicted. 

*. Included in the indictment are al- 
' legations that BCCI fraudulently so- 
licited deposits from customers in 
the New York area and elsewhere 



by falsely representing BCCI as a 
healthy bank when it was in fact vir- 
tually insolvent for several years. 

“The essence of the scheme was 
to convince depositors and other 
banking and financial institutions, by 
means of false pretenses, represen- 
tations and promises that the BCC 
Group was a safe financial repository 
and institution for funds,” according 
to the indictment. 

Morgenthau said BCCI used what 
he called a "rent-a-sheik plan” to gain 
credibility, paying Arab businessmen 
to pretend to be the owners of the 
bank and help it gain respectability 
with potential customers, competi- 
tors and regulators. \ 

"You use the name of the sheik, 
you pay him some money for the use 
of his name, and he had no financial 
stake in the bank," Morgenthau said. 
The defendants systematically falsi- 
fied financial and ownership state- 
ments of BCCI "to make it appear as 
though it was a solvent, profitable 
bank secured by the backing of 
wealthy businessmen from the Mid- 
dle East. In fact, much of the bank’s 
capitalization [financial underpin- 
ning] and assets were fictitious and 
its backing illusory.” 

Among those who put money into 
BCCI as a result of its fraudulent as- 
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HOW BCCI GOT TO WASHINGTON 
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S LOANS $ 




During trie 1980s, 
BCCI secretly lent 
money to a number of 
Arab Investors. 



The Arab investors 
used the money to buy 
shares in CCAH, the 
holding company of 
First American Bank- 
shares, on BCCI's 
behalf. This gave BCCI 
effective control of First 
American. 



BCCI owned more than 
60% of CCAH stock by 
1991, according to the 
Federal Reserve. 



BY TRACY WATON— THE WASHINGTON TOST 



sertions, according to the indict- 
ment, were American Express Bank 
Ltd., a New York-based subsidiary of 
financial services giant American 
Express Corp. The indictment said 
American Express lost $30 million in 
deposits in BCCI from foreign cur- 
rency trading and other transactions 
when BCCI was shut down July 5. 
Because the money was obtained 
fraudulently, “the losses are thefts," 
Morgenthau’s office said, subjecting 
BCCI, Abedi and Naqvi to charges of 
grand larceny. 

An American Express spokesman 
said the company's bank, which op- 
erates exclusively overseas, did have 
a routine relationship with BCCI, but 
said it had “no net credit exposure 
with BCCI." A banking source famil- 
iar with the situation said the Amex 
bank had more than $30 million in 
BCCI's money on deposit when 
BCCI was shut down, offsetting any 
losses. 

Morgenthau, who has been prob- 
ing BCCI’s affairs for two years, 
pulled no punches in his descriptions 
of BCCI in a press statement and 
news conference announcing the in- 
dictments. 

“BCCI was operated as a corrupt 
criminal organization throughout its 
entire 19-year history," the district 
attorney said. “It systematically fal- 
sified its records. It knowingly al- 
lowed itself to be used to launder the 
illegal income of drug sellers and 
other criminals. And it paid bribes 
and kickbacks to public officials." 

The bribe and kickback charges 
involve, among other things, a $3 
million bribe BCCI allegedly paid to 
two former senior executives of the 
Central Reserve Bank of Peru — 
identified by Morgenthau in his 
press conference as president Leo- 
nel Figueroa and general manager 
Hector Neyra — in exchange for de- 
posits from the bank. Figueroa, 
Neyra and Peruvian central bank of- 
ficials could not be reached for com- 
ment yesterday. 

The indictment also alleges “the 
payments of bribes and kickbacks to 
agents of other banking and financial 
institutions" to get their business, al- 
though it provides no details. It was 
not clear whether those bribes and 



payments were made to Americans 
or foreigners, and Morgenthau de- 
clined to comment. 

The charges of money laundering 
followed a guilty plea last year by 
two BCCI divisions and five bank of- 
ficials to federal charges in Tampa, 
Fla., that the bank laundered money 
from drug dealers. BCCI agreed to 
forfeit a record $14 million in assets 
in that case. 

The new indictment alleges that 
BCCI helped launder money from 
drug dealers and organized crime by 
failing to report to federal officials 
cash deposits of more than $10,000 
on several occasions. “These trans- 
actions appear to be instances of 
money-laundering," Morganthau 
said. “For money laundering, it 
[BCCI] was used by a broad spec- 
trum of people." 

Morgenthau said the New York 
county grand jury is continuing to 
hear testimony on BCCI’s acquisi- 
tion of Washington-based First 
American Bankshares, which has 42 
branches in New York, and the rela- 
tionship between BCCI and Wash- 
ington lawyers Clark Clifford and 



Robert Altman, who are First Amer- 
ican’s top executives. 

In a statement accompanying re- 
lease of the indictments, Morgen- 
thau, who has been feuding with the 
Justice Department over handling of 
BCCI, pointedly thanks Federal Re- 
serve and New York State banking 
officials for their help. 

Deputy Attorney General Robert 
S. Mueller III issued a statement in 
Washington, however, saying that 
the Justice Department “has fully 
supported the work of District At- 
torney Robert Morgenthau related 
to the bank’s Manhattan activities. 
We have provided substantial infor- 
mation to Morgenthau and will con- 
tinue to cooperate in the investiga- 
tion." A Justice Department 
spokesman declined to say when fed- 
eral prosecutors might announce 
charges in the case. 

Potts reported this story from 
Washington; McCartney reported 
from New York . Staffs filers Jim 
McGee, Stephen Levine and 
Kathleen Day also contributed from 
Washington. 











CLIFFORD AND THE FEDERAL RESERVE 



Statement by Clark Clifford, April 21, 1981 
to the Federal Reserve Board while it 
considered the acquisition of First American 
by Middle Eastern investors: 

There is no function [involving First 
American] of any kind on the part of BCCI. . . 

I know of no present relationship [between 
First American and BCCI]. I know of no 
planned future relationship that exists, and 
other than that, I don't know what else there is 
to say." 

CLARK M. CLIFFORD 

Statement by Federal Reserve, July 29, 1991: 

The application stated that BCCI would have no ownership interest 
in . . . First American; that BCCI was not funding the acquisition of 
shares . . . and that none of the [Middle Eastern] shareholders held his 
interest as an unidentified agent for BCCI. In fact, BCCI funded the 
acquisition. . . and was the actual owner. . . of First American in 1982." 




CLARK M. CLIFFORD 









